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Enter Scotia Corporate 
Class Funds 

In a traditional mutual 
fund trust, adjusting 
your investments can 
trigger an unwelcome 
tax bill as you move 
from one fund to another. 
Scotia Corporate Class 
Funds can help fill the gap 
by deferring the taxes you 
pay on your non-registered 
investments. 

Scotia Corporate Class 
Funds, including Scotia 
INNOVA Portfolio Classes, 
allow you to switch 
between funds within the 

same corporation without 
immediately triggering a 
taxable event. Corporate 
class funds 
are often 
likened to 
a house – 
where you  
can move 
your money 
from room to 
room without 
incurring an 
immediate 
tax hit. 

You won’t 
avoid taxes with corporate 
class funds, but you can 
defer their impact until you 
withdraw your investments 
from the corporation (or 
leave the house). It goes 

without saying that the 

longer you defer paying 

taxes, the 

longer your 

investments 

have to grow. 

With Scotia 

Corporate 

Class Funds 

you can also 

manage 

your taxable 

income by 

choosing 

when to realize a capital 

gain – perhaps when you’re 

in a lower tax bracket, such 

as during retirement or a 

sabbatical. 

Looking beyond  
registered plans

Not many things are 
certain in life, but taxes 
are definitely one of them. 
Using registered plans such 
as Registered Retirement 
Savings Plans (RRSPs) or 
Tax-Free Savings Accounts 
(TFSAs) to defer, or shelter 
from, taxation on investment 
income is almost second 
nature for most Canadians. 
Yet RRSPs and TFSAs are not 
without their limits, leaving 
fewer tax-efficient options 
for those with additional 
amounts to invest.

A class of its own
Investing outside registered plans often comes with 

unwanted tax implications. Scotia INNOVA Portfolio 

Classes give you the freedom to adjust your 

investments as life changes, while keeping more of 

your money working for you.

For 2014, RRSP contributions  

are limited to 18% of 

earned income reported 

in the previous year, up to 

a maximum of $24,270. 

TFSA contributions are 

limited to $5,000 for  

2009 to 2012, and $5,500 

for 2013 and 2014.

Continued on page 2

Mutual funds can be structured either as mutual fund trusts 
or mutual fund corporations. The structures have different 
tax considerations for investors. Switching investments 
between mutual fund trusts can trigger taxable events. 
Corporate class funds are structured to provide investors 
with tax-deferred switching between funds within the 
same corporation.

Did you know?
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Worry-free switching

Life is fl uid. The benefi t of 

a portfolio that’s fl exible 

enough to change with 

your fi nancial situation can 

really add up. 

Here’s a simple example: 

if retirement is a long way 
off, you could be invested 
in a growth-focused 
portfolio to take advantage 
of long-term capital 
appreciation. However, as 
you approach retirement, 
you may consider shifting 

your portfolio to a more 
conservative mix of 
investments in an effort 
to preserve your savings 
and generate income to 
help fund your retirement. 
Within Scotia Corporate 
Class Funds, you can switch 

to a more conservative 

portfolio without 

triggering an immediately 

taxable event – even if 

your investments have 

appreciated in value.

Invest on your terms

Being smart about your 

taxes is always a good 

strategy. Corporate class 

funds are one way to help 

reduce your immediate tax 

bite outside of a registered 

plan while keeping more of 

what you make invested.

Speak with your advisor 

at your Scotiabank branch 

and a tax professional to 

determine what is suitable 

for your specifi c long-term 

investment goals. 
The above graph is for illustration purposes only and is used to highlight the benefi ts of tax deferral, with all else being equal. The portfolios are
hypothetical in nature and are not indicative of any specifi c mutual fund investment. Over fi ve-year intervals, the entire proceeds of a $100,000
mutual fund trust portfolio and $100,000 corporate class portfolio are switched to new investments with the same hypothetical rate of return
(within the same corporation for the latter), resulting in a capital gain for the mutual fund trust portfolio and no immediate tax consequences for the
corporate class portfolio. The illustration assumes a constant 6% annual compound rate of return, a marginal tax rate of 46.41% and no distributions 
for both portfolios. A taxable capital gain will be generated when the corporate class portfolio is ultimately sold and taxes will be owing.

When you defer paying taxes, more of your investment is left to grow. This chart looks at the hypothetical 
returns of two non-registered portfolios – one that consists of mutual fund trusts and one that consists of 
corporate class funds.

Tax-Deferred Growth 

Looking for consistent 

monthly income from 

your investments? Scotia 

INNOVA Portfolio Class 

Series T is designed to 

provide regular, more 

tax-effi cient cash fl ow 

than traditional income-

producing investments. 

You can choose when to 

start, stop or adjust your 

cash fl ow, while at the 

same time maintaining a 

professionally managed 

and diversifi ed portfolio 

that is suited to your 

individual needs.

Tax-effi cient 
cash fl ow

SCOTIA PORTFOLIOS 3 Mth 6 Mth 1 Yr 3 Yr 5 Yr
Since 

Inception*

Scotia INNOVA Portfolios® Series A

Scotia INNOVA Income 1.48 4.41 8.51 5.20 5.89 6.55*

Scotia INNOVA Balanced Income 1.64 4.83 11.19 6.07 6.70 7.85*

Scotia INNOVA Balanced Growth 1.94 5.44 14.77 7.23 7.73 9.06*

Scotia INNOVA Growth 2.15 5.83 17.78 8.14 8.46 10.33*

Scotia INNOVA Maximum Growth 2.30 5.85 22.18 9.51 9.63 11.55*

Portfolio Performance (%) as at June 30, 2014

* January, 2009

Commissions, trailing commissions, management fees and expenses may be associated with mutual 
fund investments. Please read the prospectus before investing. Mutual funds are not guaranteed 
or insured by the Canada Deposit Insurance Corporation or any other government deposit insurer, 
their values change frequently and past performance may not be repeated. The indicated rates 
of return are the historical annual compounded total returns including changes in unit value and 
reinvestment of all distributions and does not take into account sales, redemption, distribution or 
optional charges or income taxes payable by any securityholder that would have reduced returns.

The corporate
class portfolio
accumulated
approximately
17% more than
the mutual fund
trust portfolio.



3

Summer 2014 I Issue 22 • Volume 6

For many, summer doesn’t truly start 
until everyone has piled into the car for 
a good long road trip! The appeal of 
the open road, seeing new sites, and 
ticking destinations and experiences off 
of personal bucket lists is undeniable 
for most. It’s also a time when many 
people renew their relationship with 
our neighbour to the south.

While Canadians and Americans make 
good neighbours and friends, we do 
have our differences – especially when 
it comes to language. 

No doubt, regardless of how the 
components are labelled, you’ll pile 
back into the car with all the necessary 
supplies and be out and about in no 
time, ready to experience the open 
road again! And, most would agree 
that a Canadian bacon sandwich on 
whole wheat tastes every bit as good 
as back bacon on brown bread, eh! 

A rose by any 
other name, eh?

The second quarter of 2014 was a busy one indeed.  

We’ve recapped some of the newsworthy items to bring  

you up to speed within the time it takes to ride the  

elevator to your office.

Trouble brewing… 

Weather-related events not only kept consumers at home 

during the early part of the year, but also severely damaged 

coffee bean crops in Brazil, a major global producer. Coffee 

prices had jumped over 60%, and the larger coffee suppliers 

began to increase their prices to consumers. If that wasn’t 

enough, the prices of pork and beef also experienced a sharp 

increase as disease led to the loss of millions of piglets, and 

North America faced tight cattle supplies. With the summer 

barbequing season in full swing, consumers are now looking 

at higher prices for their burgers and bacon. 

Smooth sailing…

Volatility in the S&P 500 Index fell to historical lows 

during the second quarter, as improving economic data and 

rising markets gave a lift to investor confidence. As volatility 

declined, the market experienced smaller daily changes in price 

as major indices in Canada and the U.S. reached new highs. 

Winter chill…

The U.S. surprised market watchers by revising their first 

quarter gross domestic product numbers down to -2.90%,  

the worst performance in five years, and almost three times 

larger than the original estimate of -1.00%. With consumers 

steering clear of shopping malls, extreme cold in the first 

quarter was blamed for the lower economic activity. 

In the driver’s seat...

India elected a new Prime Minister, Narendra Modi, as a 

wave of optimism gripped the nation. Analysts believe that 

Modi has the ability to turn around a slowing economy and 

usher in a new period of economic expansion. Having been 

credited with reducing the bureaucracy and red-tape of doing 

business in the state of Gujarat, he even convinced Ford 

Motors to build a US$1 billion factory in 2011. With such high 

expectations, the pressure is now on Modi to deliver. 

The bird’s eye view

Consider this scenario: you decide 
to stop at a convenience store for 
supplies. Here are a few reminders 
of words you might need to be 
ready to translate while there:

Canadians say... Americans say...

Corner store  Convenience store 
Brown bread  Whole wheat bread
Back bacon   Canadian bacon
Pop   Soda
Washroom   Restroom
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Energy fuels the 
Canadian market

Energy security 
came back on 
the global radar 
during the second 

quarter as continuing 
tensions in Ukraine and 
sectarian fi ghting in Iraq 
have highlighted just how 
tight global energy supplies 
are. As the price of oil rose, 

Canadian energy shares led 
the charge higher, along 
with fi nancials, helping 
lift the entire S&P/TSX 
Composite Index 6.4% for 
the quarter. 

U.S. equities continue 
to add gains during 
second quarter

Equities in the 
U.S. market also 
benefi ted from 
the strength of 
energy-related 

shares, as the sector 
gained 11.4% leading 
the S&P 500 Index higher 
by 1.7% for the quarter. 
The U.S. Federal Reserve 
Board (Fed) continued to 
dial back its economic 
stimulus program, citing an 
improving overall economy 
and outlook. Investors have 

been listening and watching 
closely for any sign from the 
Fed on when interest rates 
might rise. The current view 
of many economists is for 
rates to start moving higher 
in 2015, which would 
signal the economy has 
recovered beyond the point 
of requiring any further 
assistance from the Fed.

Emerging markets shrug 
off the news

Despite the tense 
political situation 
in Ukraine still 
ongoing, Brazil 
hosting the 

World Cup amid protests, 
China facing a potential 
economic slowdown, 
and India electing a new 
government, emerging 
markets focused on the 

positives and continued to 
move higher. The Premier 
of China, Le Keqiang, told a 
group of analysts in London 
that the Government of 
China would do everything 
in its power to ensure annual 
growth of 7.5%. The MSCI 
EM Index was up 3.1% (in 
Canadian dollar terms) over 
the quarter.

Europe goes for growth

The European 
Central Bank (ECB) 
initiated measures 
to promote and 

foster economic growth 
within the multi-nation bloc, 
lowering the benchmark 
interest rate. The ECB also 
reiterated to the markets 
that defl ation will not 
be tolerated, and if need 
be, more aggressive 
stimulus measures will 
be implemented. Further 
action will be dependent 
on future economic data, 
should numbers come in 
lower-than-expected. 
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This document has been prepared by 1832 Asset Management L.P. and is not for redistribution. This document is provided solely for information purposes and is not to be used or relied on by any other 
person. To the extent this document contains information from third party sources, it is believed to be accurate and reliable, but 1832 Asset Management L.P. does not guarantee their accuracy or reliability. 

The information provided is not intended to be investment advice. Investors should consult their own professional advisor for speci� c investment advice tailored to their needs when planning to implement 
an investment strategy to ensure that individual circumstances are considered properly and action is taken based on the latest available information. The information contained in this document, including 
information relating to interest rates, market conditions, tax rules, and other investment factors are subject to change without notice. Nothing in this document is or should be relied upon as a promise or 
representation as to the future.

This report may contain forward-looking statements about the fund. Such statements are predictive in nature and depend upon or refer to future events or conditions. Any statement regarding future 
performance, strategies, prospects, action or plans is also a forward-looking statement. Forward-looking statements are subject to known and unknown risks and uncertainties and other factors that may 
cause actual results, performance, events, activity and achievements to differ materially from those expressed or implied by such statements. Such factors include general economic, political and market 
conditions, interest and foreign exchange rates, regulatory or judicial proceedings, technological change and catastrophic events. You should consider these and other factors carefully before making any 
investment decisions and before relying on forward-looking statements. We have no speci� c intention of updating any forward-looking statements whether as a result of new information, future events 
or otherwise.

® Registered trademark of The Bank of Nova Scotia, used under licence.

ScotiaFunds are managed by 1832 Asset Management L.P., a limited partnership the general partner of 
which is wholly owned by The Bank of Nova Scotia. ScotiaFunds are available through Scotia Securities Inc. 
and from other dealers and advisors, including ScotiaMcLeod® and Scotia iTRADE® which are divisions 
of Scotia Capital Inc. Scotia Securities Inc. and Scotia Capital Inc. are wholly owned by The Bank of Nova 
Scotia. Scotia Capital Inc. is a member of the Canadian Investor Protection Fund and the Investment 
Industry Regulatory Organization of Canada.

Commissions, trailing commissions, management fees and 
expenses may be associated with mutual fund investments. 
Please read the prospectus before investing. Mutual funds are 
not guaranteed or insured by the Canada Deposit Insurance 
Corporation or any other government deposit insurer, their values 
change frequently and past performance may not be repeated. 

A Look at the Markets

Sunny

Sunny 
with clouds

Sunny 
with clouds

Sunny

12.9% Canadian equities
 (S&P/TSX Composite Index)

7.5% U.S. equities 
 (S&P 500 Index)

6.9% Global equities 
 (MSCI World Index)

6.7% Emerging markets
 (MSCI Emerging Markets Index)

4.8% Canadian Bonds
 (FTSE TMX Canada 
 Universe Bond)

Index Performance 
YTD (as at June 30, 2014, C$) 

Source: Bloomberg
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